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IMMEDIATELY
COAL GASIFICATION ARTICLE BY MSU MEN
APPEARS IN MONTANA BUSINESS QUARTERLY
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MISSOULA-Interest in the gasification of coal has grown as proved reserves of natural gas have
fallen in the United States, report Dr. Richard Stroup, associate professor, and Walter
Thurman, research associate, in the Department of Agricultural Economics and Economics at
Montana State University, Bozeman, in the winter issue of the "Montana Business Quarterly."
The winter issue of MBQ was published Thursday, March 25, at the University of Montana,
Missoula, by the UM Bureau of Business and Economic Research (BBER).
The MSU economists' article, "Will Coal Gasification Come to the Northern Great Plains?,"
examines the possibility that synthetic natural gas will be produced in the coal regions of
Montana, Wyoming and North Dakota in the next 10 years.
Aside from the question of the social cost of using water in this fashion, they report
that coal gasification is an expensive and untried process.
"Recent off-the-record conversations with industry and government personnel, as well
as newspaper reports, suggest that updated cost figures would be about $1.3 billion for
plant construction, and about $4.50 per million Btu for gas output in 1975 dollars," the
authors state.
However, $3.86 per million Btu is a more conservative and defensible figure, in their
opinion, and their comparisons are based on that.

The authors also point out that pipeline-

quality gas production is not a commercially proven technology.
"Significant amounts of development are required in high-pressure feed systems,
pollutant analysis and control, application of technology to various coal types, the
methanation process, and scaling-up processes from experimental to commercial size," say
Stroup and Thurman.
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"The value of gas made from coal is determined by the demand for energy, and the
price, availability, and suitability in use of energy from other sources," they point out.
A recent study done at the Massachusetts Institute of Technology indicates that at an
average wholesale price by 1980 of 61 cents per million Btu, the amount of natural gas
supplied would satisfy demands, leaving no market for the more expensive synthetic natural
gas.
"Even if their projected equilibrium price were quadrupled to $2.44 per million Btu,
synthetic natural gas could not compete," according to Stroup and Thurman.

Also, coal itself

appears to be a much cheaper supplement to natural gas in many large-scale uses, they
report.
Assuming that energy users will try to minimize the cost of energy consumed and will
react to higher energy prices by decreasing their energy use, the MSU economists find that
the market for synthetic natural gas seems not to exist.
"All factors considered," they state, "we forecast that there will be no commercial
production of synthetic natural gas in the Northern Plains in 1980 or 1985."
The winter issue of the Montana Business Quarterly also contains most of the papers
given at the economic outlook seminars presented by the Bureau of Business and Economic
Research in various Montana cities in January.

Included are "Montana's Economy: Where It's

Been and Where It's Going," by BBER Director Maxine C. Johnson; "Employment Projections
for Montana to 1985," by Paul E. Polzin, BBER research associate; and "The Wood Products
Industry: A Look into the Future," by Prof. Johnson.
The Montana Business Quarterly is available by subscription or for $1 per copy from
the Bureau of Business and Economic Research, as well as from the Associated Students'
Store, at the University of Montana, Missoula.
Joyce Zacek is MBQ editor for the UM Bureau of Business and Economic Research.

